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Introduction

The deepening recession in the
United States and the transition to more
marketlike economies in the USSR, East-
ern Europe, and elsewhere make it timely
to review the research concerned with the
health effects of economic insecurity. The
following review of the literature charac-
terizes as strong orweak the empirical ev-
idence for several hypothesized effects.
The characterization is derived by orga-
nizing the referenced literature as shown
in Table 1.

The columns of Table 1 are defined
by the dependent variables studied in the
research. The rows are defined by how the
independent variable is measured. Eco-
nomic insecurity has been measured with
community-level indicators such as the
unemployment rate. Research that uses
these indicators is "ecological" in that it
also uses prevalence or incidence of dis-
order in the same community as a depen-
dent variable.

Economic insecurity has also been
measured as the undesirable job or finan-
cial experiences of individuals. Losing a
job or income, or being unable to pay
one's bills are examples of individual ex-
periences that are assumed to be "driven"
by the economy and to be risk factors for
disorder.

The number of studies listed in any
cell in Table 1 is limited to five. Cells with
fewer than five entries include all studies
that meet minimum standards of internal
and external validity. Row one includes
only time-series analyses because tempo-
ral ordering of presumed causes and ef-
fects is difficult to establish in cross-sec-
tional designs. Row two includes only
those studies that argue plausibly against
selection or the possibility that a biological
or psychological predisposition to illness

caused both the dependent phenomenon
(e.g., psychological depression) and the
economic experience presumed to be in-
dependent (e.g., job loss).

In order to designate evidence as
strong, there must be at least two support-
ing studies in each of the two cells of a
column. The reader can relax the rule or
make it more stringent and still use Figure
1 to characterize the evidence. Contro-
versy, of course, remains even in cases in
which evidence is strong. Instances in
which the level of controversy warrants
special attention are noted in the text.

The justification for the rule is that
findings in either cell of a column can,
even if replicated by other studies in that
cell, be explained in ways that do not re-
quire economic insecurity to affect health.
Any finding using individual-level data,
for example, can be attributed to selection
because randomized true experiments
testing the effect of economic insecurity
are impossible. Studies based only on ag-
gregate data, on the other hand, are fre-
quently criticized because they risk the
"ecological fallacy" or the inferential er-
ror of assuming that the individuals in the
community who, for example, lost a job,
were also those who became ill. Two find-
ings in each cell of a column, however, are
difficult to attribute to any cause other
than an effect of the economy because re-
verse causation and the ecological fallacy
cannot survive both types of tests. An ef-
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fect at the individual level is difficult to
attribute to selection if it is also found at
the aggregate level because change in the
prevalence of depression, for example, is
unlikely to have caused an earlier drop in
macroeconomic indicators. The ecologi-
cal fallacy is, moreover, less a threatwhen
an association discovered in aggregate
data has also been found in individuals.

Another reason to include ecological
analyses is the "net effects" problem that
arises from attempts to generalize indi-
vidual-level findings to communities.1 An
individual-level association between job
loss and depression, for example, intu-
itively implies that the latter will rise in a
community experiencing an increase in
unemployment. It is possible, however,
that some persons in the community are
depressed by the phenomena that cause
firms to stop hiring and lay off workers.
Such phenomena include loss of price
competitiveness, inflation, reduced value
of investments, and imminent bank-
ruptcy. Indeed, political institutions al-
low unemployment because a meaningful
fraction of the population believes it is
less harmful than the alternative. Those
who believe they have been spared the
alternative are less likely to be depressed.
The net effect of unemployment on de-
pression in the community may, there-
fore, be less than the individual-level re-
search implies.

Applying the Decision Ruls
Symptoms ofPsychological
Disorder

The least controversial of the re-
ported effects is that job loss (not neces-
sarily the inability to find a first job or
unsuccessful return to the labor market
after a voluntary withdrawal) is a signifi-
cant risk factor for reporting symptoms of
psychological disorder. This effect has
been found and replicated in both cells of
column one. The work at the individual
level has been large and convergent. Re-
employment, moreover, has been re-

ported to restore lower levels of symp-
toms in individuals.2 The adverse
psychological effect of job loss has also
been reported to extend to the spouse of
the job loser.3

There are at least three caveats re-
garding this work that should be heeded.
One is that the seriousness of the disorder
measured by self-reported symptoms is
not clear. While survey methods have
been devised to measure disorder, they
are not universally accepted as sufficiently
developed to allow diagnosis. The most
conservative inference is that losing a job
is a significant risk factor for subclinical
distress. This distress may, however,
move people to behaviors that are epide-
miologically significant, such as alcohol
abuse.4

The second caveat concerns the
strength of the effect of losing a job on
psychological well-being. Individual-level
research in the field suggests that experi-
encing an undesirable job event doubles
the odds of reporting symptoms of disor-
der.56 While this is an important effect, it
must be put into perspective. Smoking,
for example, increases the odds of lung
cancer 20 to 30 times.

The third caveat concerns the popu-
lation to which these findings can be gen-
eralized. Workers can be separated into
several groups defined by the perceived
security and desirability of their jobs.
Most of the research has been concerned
with the short-term effect of job loss on
individuals who had secure jobs in histor-
icaly stable industries. These jobs were
often protected by unions and conferred
good benefit packages. Research in this
population is divergent on whether the ef-
fects of job loss are consistent across de-
mographic or socioeconomic subgroups.
Job loss among autoworkers, for example,
appears to have had its most pathogenic
effect on less-educated minorities.7 Re-
search based on representative population
samples, however, suggests that the ef-
fects of undesirable job or financial events

are as pathogenic for middle- and upper-
income persons as for those with lower
incomes.8

No published research focuses on the
psychological effect of economic insecur-
ity on laborers who move in and out of
marginaljobs that offer no security or ben-
efits. One study suggests that those who
have lost secure, desirable jobs often be-
come "skidders" or move into the sec-
ondary labor market of less secure and
desirable jobs.9 This "skidding" appears
to have adverse psychological effects be-
yond those of losing the original job in the
primary labor market.

There is no published research con-
cerned with the effects of economic inse-
curity on the psychological status of the
chronically mentally ill. Research de-
scnibed in the next section does, however,
suggest that personswith a historyofmen-
tal health problems are less tolerated dur-
ing times of economic contraction than at
other times.

The long-term effects of unemploy-
ment have also been little studied. An ex-
ception to this is the work studying the
effects of the Great Depression of the
1930s on cohorts that have been followed
for a half century.lO That work has fo-
cused more on measures of psychosocial
functioning (e.g., parent-child relation-
ships) than on the incidence of disorder.
These phenomena may, however, be risk
factors for disorder and probably deserve
more attention than the field now gives.

Another effect is that the inability to
find work for the first time or after a vol-
untary withdrawal from the labor force in-
creases symptoms of psychological disor-
der. This effect has been reported at the
individual level in well-designed studies.11
The issues of seriousness and strength of
effect, described under the probable effect
of job loss on symptoms, applies to this
literature as well.

Researchers have hypothesized that
the psychological effect of being unem-
ployed may be conditioned by the unem-
ployment rate of the community. One hy-
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pothesis is that the effect will be reduced
in communities with high unemployment
because misfortune will be attributed to
the environment rather than to personal
shortcomings.12 Another hypothesis is
that the effect will be amplified by the re-
alization that there is little chance for re-
lief.13 The best empirical test to date finds
no support for either hypothesis.5

Seeking Helpfor Psychological
Disorder

A second finding for which there is
strong evidence is that economic insecur-
ity increases the incidence of seeking help
for psychological disorder. In other
words, the number of persons in a com-
munity who seek mental health services
will increase when the economy of the
community contracts. This appears to be
true because there are newly symptomatic
persons and because others whose symp-
tom levels do not change also seek help
when they experience undesirable job and
financial events.514

The fact that use of mental health
services increases with economic insecur-
ity even when symptoms are controlled
suggests a phenomenon that has been little
studied but is of potentially great impor-
tance in societies with socialized health
care. These findings imply that tolerance
for behavioral and physical deviance may
be reduced by economic insecurity.14
Firms apparently lay off workers whose
productivity is lessened by chronic behav-
ioral or physical problems when the cost
offinding and compensating more produc-
tive workers is reduced by an oversupply
of labor. Those with chronic problems
may sense this increased vulnerability and
use services to reduce their disorder. The
tendency to use services for this purpose
is probably greatest where the cost of
health services is borne by someone other
than the employer and the employee. This
is true because worker's use of such serv-
ices is less likely to be discouraged by a
firm that bears no cost for failed treatment
but gains a more productive worker from
successful treatment.

Suicide
The effect of economic insecurity

that has historically received the most at-
tention is suicide. Aggregate time-series
research has frequently reported an asso-
ciation between economic insecurity and
the incidence of suicide.15 There have,
however, been exceptions to this find-
ing.16 The individual-level findings, more-
over, have been weak, in that nearly all

are retrospective and cannot control for
selection. The one exception has not been
replicated.'7

Research has also been conducted on
the effects ofeconomic insecurity on para-
suicide (i.e., apparent attempts to commit
suicide that are intentionally or uninten-
tionally unsuccessful) and suicidal ide-
ation (i.e., thoughts of taking one's own
life). The former analysis was based on
aggregate time series and reported the in-
tuitive inverse relationship between eco-
nomic indicators and parasuicide.18 The
latter was based on individual-level data
and reported a weak association between
undesirable job or financial experiences
and suicidal ideation.16

Evidence supporting the effect of
economic insecurity on suicide is charac-
terized as strongby the decision rules used
here, but there is sufficient controversy to
warrant skepticism, particularly in cases
of cross-cultural generalization.

Child Abuse
There is a suggested effect of eco-

nomic insecurity on child abuse, but the
evidence is weak. Research at the individ-
ual level consistently finds that job loss
and inability to find work are more com-
mon among known abusers than what
would be expected by chance.19-23 One
aggregate time-series analysis also reports
that job loss (not unemployment) is asso-
ciated with child abuse.24

Evidence for an effect of economic
insecurity on child abuse could, by the
decision rules applied here, move to the
strong category with additional aggregate
time-series research. It should be noted,
however, that the existing individual-level
research is not as rigorous as most of the
studies in row two in Figure 1. Perhaps
because studies oflow-frequency criminal
behaviors are difficult to conduct, there is
no research that attempts to control for
selection through a prospective design.

Nonspecific Physiological Illness
It is widely believed that psycholog-

ical distress is associated with physiolog-
ical disease. A reasonable hypothesis
would thus be that economic insecurity
may affect physical health through psy-
chogenic processes. Research at the indi-
vidual level has reported a connection be-
tween undesirable job and financial events
and episodes of illness controlling for age,
sex, socioeconomic status, and other
stressors.25-28 The research is, however,
based on surveys or small samples, mak-
ing it difficult to identify which diseases
were more common than expected among

those experiencing economic adversity.
The implications ofunemployment for the
incidence of specific diseases are, there-
fore, difficult to infer from the individual-
level research.

There is no aggregate research deal-
ing with nonspecific physical illness ex-
cept that of Brenner29 who has reported
relationships between economic insecur-
ity and general mortality. Independent at-
tempts to replicate Brenner's findings re-
garding general mortality have, however,
not been successful.30,3'

Heart Disease
Heart disease is an exception to the

observation that the individual-level work
concerned with physiological outcomes is
nonspecific. Individual-level research re-
ports an association between stressors, in-
cluding the loss of jobs or income, and
myocardial infarction.17,32--34 Brenner29,35
and Bunn36 have reported ecological time-
series associations between economic in-
security and mortality by heart disease.
The fact that attempts to replicate the
Brenner and Bunn findings have not been
successful37 suggests that the evidence for
this association, while strong by the rules
applied here, should be used with caution.

Adverse Birth Outcomes
The individual-level research con-

cerned with economic insecurity and ad-
verse birth outcomes is conflicting. At
least two studies report that stressful life
events, including income loss, in a family
are a risk factor for low birthweight.38'39
These findings are consistent with related
work concerned with the effect ofjob loss
on the physiology of women.40-43 Two
other studies, however, report no associ-
ation between unemployment and birth-
weight.44,45 One explanation of this diver-
gence might be that the latter studies were
conducted in countries (i.e., Australia and
England) in which prenatal care is widely
available and not dependent on employ-
ment. Indeed the subjects for the studies
were drawn from women in prenatal care
before and after job loss.

Brenner reports that infant mortality
is associated at the aggregate level with
economic insecurity.46 This finding, how-
ever, is not consistent with a more rigor-
ous analysis of data from New York City
that reported no association of employ-
ment rates with the incidence oflow birth-
weight.47 The evidence is therefore weak
for an effect ofeconomic insecurity on the
incidence of adverse birth outcomes.
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Warnings Regarding Policy
Inferences

The above review implies that non-
specific physical and psychological disor-
ders as well as use of mental health serv-
ices will probably increase with the
recession in the United States and other
industrialized democracies. These disor-
ders are potentially as important politi-
cally as clinically because they could mo-
tivate people to demand societal control of
the stressor.48 It would, however, be wise
to resist the temptation to use the existing
research to forecast the number of cases
of a particular outcome that would occur
if the unemployment rate increased by a
given percentage. The unemployment rate
is a composite measure of many different
kinds of individual experiences (e.g., job
or income loss, inability to find first job,
inability to find work after voluntary with-
drawal from the labor market) that prob-
ably have very different "risk effects."
We cannot use risk ratios based on spe-
cific individual experiences to derive an
overall effect for the unemployment rate
because such ratios are not available and,
if they were, we would not know the rel-
ative incidence of the experiences among
the unemployed. We do not know, more-
over, if rising unemployment will be ac-
companied by other phenomena that may
reduce or amplify its virulence. The ef-
fects of unemployment in Eastern Eu-
rope, for example, will likely be mediated
by simultaneous and profound political
change. It could be argued that the effects
will be amplified because the population
and its institutions have not had to cope
with unemployment in more than four
decades. It could also be argued that the
human effects will be mitigated by the be-
lief that mass disemployment is a phase of
a process that will end a long period of
relative deprivation and political repres-
sion. El
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